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To the People of Kentucky 

    Honorable Steven L. Beshear, Governor 

    Jonathan Miller, Secretary 

    Finance and Administration Cabinet 

    Honorable Randy Thompson, Knott County Judge/Executive 

    Members of the Knott County Fiscal Court 

 

 

The enclosed report prepared by Simon, Underwood & Associates PSC, Certified Public 

Accountants, presents the fourth quarter financial statement of Knott County, Kentucky, as 

of and for the year ended June 30, 2008. 

 

We engaged Simon, Underwood & Associates PSC to perform the audit of this financial 

statement.  We worked closely with the firm during our report review process; Simon, 

Underwood & Associates PSC evaluated Knott County’s internal controls and compliance 

with applicable laws and regulations. 

 

 

Respectfully submitted, 

             
Crit Luallen 

Auditor of Public Accounts 
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EXECUTIVE SUMMARY 

 

 AUDIT EXAMINATION OF THE 

KNOTT COUNTY FISCAL COURT 

 

June 30, 2008 

 

Simon, Underwood & Associates PSC was engaged to audit the financial activities of the Knott County, 

Kentucky for fiscal year ended June 30, 2008 and we have issued a disclaimer of opinion thereon.  In 

accordance with OMB Circular 133, we have also issued an unqualified opinion on the compliance 

requirements that are applicable to Knott County’s major federal programs:  Community Development 

Block Grant (CDFA #14.228) and Environmental Protection Construction Grant (CFDA #66.458), for 

the year ended June 30, 2008.   

 

Based on our assessment of fraud risk, we determined the risk for fraud to be too high and we were 

unable to apply other procedures to overcome this fraud risk.  In addition, the Fiscal Court had serious 

weaknesses in the design and operation of its internal control procedures and accounting functions.  

Furthermore, management elected to override the internal control procedures that were in place.  We 

were unable to apply audit procedures to test for appropriate compliance with statutory, contractual, and 

administrative regulations, except for the major federal programs listed in the previous paragraph which 

were administered by third party administrators, Department for Local Government (DLG) 

requirements, and county administrative code requirements.  Because of this, we were also unable to 

determine if ethics violations occurred.  In addition, we were not able to access certain fiscal court 

records needed to adequately conduct our procedures due to the county’s failure to provide certain 

requested documentation.  The significance of these issues, in the aggregate, prevents us from 

expressing an opinion and we do not express an opinion on the financial activities of the Knott County, 

Kentucky. 

 

Report Comments: 

 
2008-01 Over $8.2 Million In Public Funds Were Expensed For The Knott County Youth 

Foundation By Fiscal Court Without A Formal Agreement Between The County And 

The Youth Center With $2.7 Million Being Spent Without Land Ownership 

2008-02 $412,035 In Public Funds Were Used For Knott County Adventure Tourism Park 

System (ATV Center) While On Private Property 

2008-03 Knott County Fiscal Court Lacks Controls Over County Vehicles And Cell Phones 

Provided To County Employees  

2008-04 Knott County Fiscal Court Failed To Take Corrective Action Of The Prior Year Ended 

June 30, 2005 Comment Relating To Restricted Funds 

2008-05 All Contingent Liabilities Should Be Disclosed To The Fiscal Court 

2008-06 The County Failed To Comply With State Laws And Regulations 

2008-07 Knott County Fiscal Court Did Not Follow Competitive Bidding Requirements For 

County Projects 

2008-08 Knott County Fiscal Court Should Improve Controls Over Payroll Procedures 

2008-09 Knott County Fiscal Court Expenditures Of Over $254,931 Failed To Have Proper 

Documentation Or Comply With Payment Procedures 

2008-10 The County Should Maintain Complete And Accurate Capital Asset Schedules To 

Comply With GASB 34 Requirements 

2008-11 The County Does Not Maintain Proper Documentation Totaling $18,000 For An 

Independent Contractor 
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(Continued) 

 

 
Report Comments: (Continued) 

 

2008-12 Fiscal Court Paid $708 In Late Fees On Credit Card Payments 

2008-13 Fiscal Court Should Require Depository Institutions To Pledge Or Provide Sufficient 

Collateral To Protect Deposits 
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To the People of Kentucky 

    Honorable Steven L. Beshear, Governor 

    Jonathan Miller, Secretary 

    Finance and Administration Cabinet 

    Honorable Randy Thompson, Knott County Judge/Executive 

    Members of the Knott County Fiscal Court 

 

Independent Auditor’s Report 
 

We were engaged to audit the financial activity contained in the Fourth Quarter Report of Knott County, 

Kentucky, as of and for the year ended June 30, 2008.  The financial activity is the responsibility of the 

Knott County Fiscal Court. 

 

The financial activity contained in the Fourth Quarter Report is intended to present budgeted and actual 

revenues and expenditures of Knott County, Kentucky on the cash basis of accounting and also the 

long-term debt of Knott County, Kentucky.  Actual revenues and expenditures are recognized when 

received or paid rather than when earned or incurred.  The presentation of the financial activity 

contained in the Fourth Quarter Report is not intended to be a presentation in conformity with generally 

accepted accounting principles. 

 

Based on our assessment of fraud risk, we determined the risk of fraud to be too high, and we were 

unable to apply other procedures to overcome this fraud risk.  In addition, the Fiscal Court had serious 

weaknesses in the design and operation of its internal control procedures and accounting functions.  

Furthermore, management elected to override the internal control procedures that were in place.  We 

were unable to apply audit procedures to test for appropriate compliance with statutory, contractual, and 

administrative regulations, except for the major federal programs:  Community Development Block 

Grant (CFDA #14.228) and Environmental Protection Construction Grant (CFDA #66.458), which were 

administered by third party administrators, Department for Local Government (DLG) requirements, and 

county administrative code requirements.  Because of this, we were also unable to determine if ethics 

violations occurred.  In addition, we were unable to access certain Fiscal Court records needed to 

adequately conduct our procedures due to the county’s failure to provide certain requested 

documentation.  The significance of these issues, in the aggregate, prevents us from placing any reliance 

on the financial activities contained in the Fourth Quarter Report of the Fiscal Court. 

 

Because we were unable to place reliance on the accuracy, validity, and completeness of the county’s 

Fourth Quarter Report and because audit risk is at an unacceptable level, the scope of our work was not 

sufficient to enable us to express, and we do not express, an opinion on the financial activity contained 

in the report referred to in the first paragraph. 

 

The County has not presented the management’s discussion and analysis that the Governmental 

Accounting Standards Board (GASB) has determined is necessary to supplement, although not required 

to be part of, the basic financial statements. 
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To the People of Kentucky  

    Honorable Steven L. Beshear, Governor  

    Jonathan Miller, Secretary  

    Finance and Administration Cabinet  

    Honorable Randy Thompson, Knott County Judge/Executive 

    Members of the Knott County Fiscal Court 

 

We were engaged to audit the financial activity of the Fourth Quarter Report of the Knott County Fiscal 

Court for the purpose of forming an opinion and have disclaimed an opinion on the information.  The 

accompanying schedule of expenditures of federal awards is presented for purposes of additional 

analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local 

Governments and Non-Profit Organizations, and is not a required part of the financial information.  

Because of the scope limitation discussed in the second paragraph, the scope of our work was not 

sufficient to enable us to express, and we do not express, an opinion on the schedule of expenditures of 

federal awards. 

  

In accordance with Government Auditing Standards, we have also issued our report dated  

June 30, 2009, on our consideration of Knott County, Kentucky's internal control over financial 

reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 

grant agreements and other matters.  The purpose of that report is to describe the scope of our testing of 

internal control over financial reporting and compliance and the results of that testing, and not to 

provide an opinion on the internal control over financial reporting or on compliance.  That report is an 

integral part of an audit performed in accordance with Government Auditing Standards and should be 

considered in assessing the results of our audit. 

 

Based on the results of our audit, we present the schedule of findings and questioned costs, included 

herein, which discusses the following report comments: 

 

2008-01 Over $8.2 Million In Public Funds Were Expensed For The Knott County Youth 

Foundation By Fiscal Court Without A Formal Agreement Between The County And 

The Youth Center With $2.7 Million Being Spent Without Land Ownership 

2008-02 $412,035 In Public Funds Were Used For Knott County Adventure Tourism Park 

System (ATV Center) While On Private Property 

2008-03 Knott County Fiscal Court Lacks Controls Over County Vehicles And Cell Phones 

Provided To County Employees  

2008-04 Knott County Fiscal Court Failed To Take Corrective Action Of The Prior Year Ended 

June 30, 2005 Comment Relating To Restricted Funds 

2008-05 All Contingent Liabilities Should Be Disclosed To The Fiscal Court 

2008-06 The County Failed To Comply With State Laws And Regulations 

2008-07 Knott County Fiscal Court Did Not Follow Competitive Bidding Requirements For 

County Projects 

2008-08 Knott County Fiscal Court Should Improve Controls Over Payroll Procedures 

2008-09 Knott County Fiscal Court Expenditures Of Over $254,931 Failed To Have Proper 

Documentation Or Comply With Payment Procedures 

2008-10 The County Should Maintain Complete And Accurate Capital Asset Schedules To 

Comply With GASB 34 Requirements 
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To the People of Kentucky  

    Honorable Steven L. Beshear, Governor  

    Jonathan Miller, Secretary  

    Finance and Administration Cabinet  

    Honorable Randy Thompson, Knott County Judge/Executive 

    Members of the Knott County Fiscal Court 

 

2008-11 The County Does Not Maintain Proper Documentation Totaling $18,000 For An 

Independent Contractor 

2008-12 Fiscal Court Paid $708 In Late Fees On Credit Card Payments 

2008-13 Fiscal Court Should Require Depository Institutions To Pledge Or Provide Sufficient 

Collateral To Protect Deposits     

       

 

 
 

Simon, Underwood & Associates PSC 

Certified Public Accountants and Consultants 

 

Louisville, Kentucky 

June 30, 2009 
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Fiscal Court Members:

Randy Thompson County Judge/Executive

John Short Magistrate 

Wade Noble Magistrate 

Haskel Ritchie Magistrate 

Kirby Hall Magistrate 

Other Elected Officials:

Tim Bates County Attorney 

Eldon Hicks Jailer

Kenneth Gayheart County Clerk

Ray Bolen Sheriff

Edward Slone Property Valuation Administrator

William J. Blair Coroner

Appointed Personnel:

Phillip Champion Deputy Judge/Executive

Byron Jacobs County Treasurer

Darrell Madden, CPA, PSC Finance Officer

Tammy Brewer Finance Director

Harold D. Bentley Road Foremen
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KNOTT COUNTY 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

 

Fiscal Year Ended June 30, 2008 

 

 

Federal Grantor

Program Title Federal

Grant Name CFDA # Grant Number Expenditures

U.S. Department of Commerce

National Oceanic and Atmospheric Administration

Congressionally Identified Awards and Projects

PRIDE Community Grant 11.469 CF06-15 29,153

U.S. Department of Homeland Security   

Passed-Through State Department of Military Affairs   

Disaster Grants - Public Assistance 97.036 FEMA-1407-DR-KY 0

Disaster Grants - Public Assistance 97.036 FEMA-1454-DR-KY 0

Disaster Grants - Public Assistance 97.036 FEMA-1475-DR-KY 0

Disaster Grants - Public Assistance 97.036 FEMA-1523-DR-KY 0

Disaster Grants - Public Assistance 97.036 FEMA-1703-DR-KY 140,129

140,129

U.S. Department of Housing and Urban Development

Passed-Through Department for Local Government (DLG)

Community Development Block Grant (CDGB) -

Carr Creek Water Treatment Plant 14.228 04-038 1,795,599

U.S. Environmental Protection Agency

Capitalization Grants For Clean Water 

State Revolving Funds

Carr Creek Water Treatment Plant  66.458 775,309

U.S. Department of Health and Human Services

Passed-Through Kentucky River Area Development District (KRADD)

Special Program for the Aging

Title III B,C,D Grant and Homecare Program 93.044 59,877

U.S. Department of Agriculture

Passed-Through Kentucky River Area Development District (KRADD)

Nutrition Services Incentives

USDA Cash-in-Lieu of Commodities Program  10.570 28,598

Total Federal Awards 2,828,665$            
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KNOTT COUNTY 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Fiscal Year Ended June 30, 2008 

 

 

Note 1 - The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of 

Knott County, Kentucky and is presented on a modified cash basis of accounting.  The information in 

this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of 

States, Local Governments, and Non-Profit Organizations. 

 

         

 

 

 

 



 

 

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 

ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS  

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS



 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 



 

 

The Honorable Randy Thompson, Knott County Judge/Executive 

Members of the Knott County Fiscal Court  

 

Report On Internal Control Over Financial Reporting And                                                                                                                                           

On Compliance And Other Matters Based On An Audit Of Financial Statements                            

Performed In Accordance With Government Auditing Standards 

 

We were engaged to audit the financial activity contained in the Fourth Quarter Report of Knott County, 

Kentucky, as of and for the year ended June 30, 2008, and have issued our report thereon dated June 30, 

2009, wherein, we disclaimed an opinion on the Fourth Quarter Report.  Because we were unable to 

place reliance on the accuracy, validity, and completeness of the county’s Fourth Quarter Report and 

because audit risk is at an unacceptable level, the scope of our work was not sufficient to enable us to 

express, and we do not express, an opinion on the financial activity contained in the Fourth Quarter 

Report. 

 

Internal Control Over Financial Reporting 

 

In planning and performing our audit, we considered Knott County’s internal control over financial 

reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on 

the Fourth Quarter Report, but not for the purpose of expressing an opinion on the effectiveness of 

Knott County’s internal control over financial reporting.  Accordingly, we do not express an opinion on 

the effectiveness of Knott County’s internal control over financial reporting.   

 

Our consideration of internal control over financial reporting was for the limited purpose described in 

the preceding paragraph and would not necessarily identify all deficiencies in internal control that might 

be significant deficiencies or material weaknesses.  However, as discussed below, we identified certain 

deficiencies in internal control over financial reporting that we consider to be significant deficiencies.   

 

A control deficiency exists when the design or operation of a control does not allow management or 

employees, in the normal course of performing their assigned functions, to prevent or detect 

misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of 

control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 

report financial data reliably in accordance with the modified cash basis of accounting such that there is 

more than a remote likelihood that a misstatement of the entity’s financial statements that is more than 

inconsequential will not be prevented or detected by the entity’s internal control over financial 

reporting.  We consider the deficiencies 2008-03, 2008-05, 2008-08, 2008-09, 2008-10, and 2008-11 

described in the accompanying schedule of findings and questioned costs, to be significant deficiencies 

in internal control over financial reporting.  
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Report On Internal Control Over Financial Reporting  

And On Compliance And Other Matters Based On An Audit Of Financial  

Statements Performed In Accordance With Government Auditing Standards 

(Continued) 

 

 

Internal Control Over Financial Reporting (Continued) 

 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results 

in more than a remote likelihood that a material misstatement of the financial statements will not be 

prevented or detected by the entity’s internal control.  Our consideration of the internal control over 

financial reporting was for the limited purpose described in the first paragraph of this section and would 

not necessarily identify all deficiencies in the internal control that might be significant deficiencies and, 

accordingly, would not necessarily disclose all significant deficiencies that are also considered to be 

material weaknesses.  However, we consider the significant deficiencies described above to be material 

weaknesses.  

 

Compliance And Other Matters 

 

As part of obtaining reasonable assurance about whether Knott County’s Fourth Quarter Report is free 

of material misstatement, we performed tests of its compliance with certain provisions of laws, 

regulations, contracts, and grant agreements, noncompliance with which could have a direct and 

material effect on the determination of financial statement amounts.  However, providing an opinion on 

compliance with those provisions was not an objective of our audit, and accordingly, we do not express 

such an opinion.  The results of our tests disclosed instances of noncompliance or other matters that are 

required to be reported under Government Auditing Standards and are included in the accompanying 

schedule of findings and questioned costs as items 2008-01, 2008-02, 2008-04, 2008-05, 2008-06, 

2008-07, 2008-12, and 2008-13. 

 

The Knott County Judge/Executive’s responses to the findings identified in our audit are included in the 

accompanying schedule of findings and questioned costs.  We did not audit the Judge/Executive’s 

responses and, accordingly, we express no opinion on them. 

 

This report is intended solely for the information and use of management, the Department for Local 

Government, federal awarding agencies, and pass-through entities and is not intended to be and should 

not be used by anyone other than the specified parties. 

      

  

 

 

 
       

Simon, Underwood & Associates PSC 

Certified Public Accountants and Consultants 

 

Louisville, Kentucky 

June 30, 2009 

 

 

  



  

 

REPORT ON COMPLIANCE WITH REQUIREMENTS 

APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL  

CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133



  

 

 

 

 

 
 

 

 



 

 

The Honorable Randy Thompson, Knott County Judge/Executive 

Members of the Knott County Fiscal Court 

 

Report on Compliance With Requirements                                                                                                  

Applicable To Each Major Program And On Internal                                                                                       

Control Over Compliance In Accordance With OMB Circular A-133 

 

Compliance 

 

We have audited the compliance of Knott County, Kentucky, with the types of compliance requirements 

described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance 

Supplement that are applicable to each of its major federal programs for the year ended June 30, 2009.  

Knott County’s major federal programs are identified in the summary of auditor’s results section of the 

accompanying schedule of findings and questioned costs.  Compliance with the requirements of laws, 

regulations, contracts, and grants applicable to each of its major federal programs is the responsibility of 

Knott County’s management.  Our responsibility is to express an opinion on Knott County’s compliance 

based on our audit. 

 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the 

United States of America; the standards applicable to financial audits contained in Government 

Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 

Audits of States, Local Governments, and Non-Profit Organizations.  Those standards and OMB 

Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether 

noncompliance with the types of compliance requirements referred to above that could have a direct and 

material effect on a major federal program occurred.  An audit includes examining, on a test basis, 

evidence about Knott County’s compliance with those requirements and performing such other 

procedures, as we considered necessary in the circumstances.  We believe that our audit provides a 

reasonable basis for our opinion.  Our audit does not provide a legal determination of Knott County’s 

compliance with those requirements. 

 

In our opinion, Knott County complied, in all material respects, with the requirements referred to above 

that are applicable to each of its major federal programs for the year ended June 30, 2008.   

 

Internal Control Over Compliance 

 

The management of Knott County is responsible for establishing and maintaining effective internal 

control over compliance with the requirements of laws, regulations, contracts, and grants applicable to 

federal programs.  In planning and performing our audit, we considered Knott County’s internal control 

over compliance with the requirements that could have a direct and material effect on a major federal 

program in order to determine our auditing procedures for the purpose of expressing our opinion on 

compliance but not for the purpose of expressing an opinion on the effectiveness of internal control over 

compliance.  Accordingly, we do not express an opinion on the effectiveness of Knott County’s internal 

control over compliance. 
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Report On Compliance With Requirements                                                                                          

Applicable To Each Major Program And On Internal Control                                                                                              

Over Compliance In Accordance With OMB Circular A-133 

(Continued) 

 

 

Internal Control Over Compliance (Continued) 

 

A control deficiency in an entity’s internal control over compliance exists when the design or operation 

of a control does not allow management or employees, in the normal course of performing their 

assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a 

federal program on a timely basis.  A significant deficiency is a control deficiency, or combination of 

control deficiencies, that adversely affects the entity’s ability to administer a federal program such that 

there is more than a remote likelihood that a noncompliance with a type of compliance requirement of a 

federal program that is more than inconsequential will not be prevented or detected by the entity’s 

internal control.   

 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results 

in more than a remote likelihood that a material noncompliance with a type of compliance requirement 

of a federal program will not be prevented or detected by the entity’s internal control.   

 

Our consideration of internal control over compliance was for the limited purpose described in the first 

paragraph of this section and would not necessarily identify all deficiencies in internal control that 

might be significant deficiencies or material weaknesses.  We did not identify any deficiencies in 

internal control over compliance that we consider to be material weaknesses, as defined above.   

 

This report is intended solely for the information and use of management, the Department for Local 

Government, federal awarding agencies, and pass-through entities and is not intended to be and should 

not be used by anyone other than the specified parties.  

 

 

   

 

 
     

Simon, Underwood & Associates PSC 

Certified Public Accountants and Consultants 

 

Louisville, Kentucky 

June 30, 2009 
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KNOTT COUNTY 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 

Fiscal Year Ended June 30, 2008 

 

A.   SUMMARY OF AUDIT RESULTS 

 

1. The auditor’s report expresses a disclaimer opinion on the financial activity contained in the 

Fourth Quarter Report of Knott County, Kentucky. 

2. Six significant deficiencies relating to the internal control of the audit of the Fourth Quarter 

Report are reported in the Independent Auditor’s Report. All are considered to be material 

weaknesses. 

3. Eight instances of noncompliance material to the Fourth Quarter Report of Knott County were 

disclosed during the audit. 

4. No significant deficiencies relating to the audit of the major federal awards programs is reported 

in the Independent Auditor’s Report.  

5. The auditor’s report on compliance for the audit of the major federal awards programs for Knott 

County expresses an unqualified opinion. 

6. There are no audit findings relative to the major federal awards programs for Knott County 

reported in Part C of this schedule.   

7. The programs tested as a major programs were:  Community Development Block Grant (CFDA 

#14.228) and Environmental Protection Construction Grant (CFDA #66.458) 

8. The threshold for distinguishing Type A and B programs was $300,000. 

9. Knott County was determined to be a high-risk auditee. 

 

B.     FINDINGS - FINANCIAL STATEMENT AUDIT 

 

2008-01 Over $8.2 Million In Public Funds Were Expensed For The Knott County Youth 

Foundation By Fiscal Court Without A Formal Agreement Between The County And 

The Youth Center With $2.7 Million Being Spent Without Land Ownership    

 

In prior year, without any formal written agreement to document the transactions, Knott County Fiscal 

Court gave over $8.2 million of county bond proceeds, and over $2 million of county coal severance tax 

funds, to the Knott County Youth Foundation, Inc. (Foundation), a private, non-profit corporation, for a 

youth and recreation center project, known as the Sportsplex.  Of this total amount of $10.2 million of 

the county’s public funds, $2.7 million was spent by the private Foundation on the project before the 

private donor corporation that donated the land for the project had transferred ownership of the real 

property on which the project was to be built to either the fiscal court or the Foundation.  On February 8, 

2007, a deed transferring ownership of the land to the Foundation was recorded with the county clerk.  A 

reversionary clause was included in the Foundation’s deed that states, “if the Land and/or the Sports 

complex shall cease to be continuously used and properly maintained and landscaped as a public park, 

wellness center and/or recreation facility,” at the donor corporation’s option, it may cause the title to 

revert back to the donor corporation, and that the donor corporation will pay fair market value of the 

building and other improvements.  The judge/executive stated that should this event occur, the fiscal 

court would receive the building proceeds; however, it is not so stated in the deed, which transferred title 

to the land from the private donor corporation to the private Foundation. 
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B.     FINDINGS - FINANCIAL STATEMENT AUDIT (CONTINUED) 

 

2008-01 Over $8.2 Million In Public Funds Were Expensed For The Knott County Youth 

Foundation By Fiscal Court Without A Formal Agreement Between The County And 

The Youth Center With $2.7 Million Being Spent Without Land Ownership 

(Continued)   

     
The Foundation is a private, non-profit corporation with a board of directors consisting of private 

citizens, including the county judge/executive and the county coroner.  The judge/executive was the 

incorporator of the Foundation, and serves as both a director and the president of the Foundation.  The 

county coroner serves as both a director and the secretary of the Foundation.  Thus, the judge/executive, 

as a public official, serves, simultaneously, as both the chief executive of the county, a public, 

governmental entity, and as a private director and president of a private Foundation, which has received 

over $10.2 million of the county’s public funds without written agreements or other formal documents 

to support the financial transactions between the county and the Foundation.  Also, several individuals 

were hired and paid by the fiscal court for the center, with many receiving full-time benefits before any 

operating agreement existed between the Foundation and the County. 

 

The first year bond payments, beginning September 1, 2006, are being made from the county’s bond 

sinking fund.  According to the judge/executive, the fiscal court will be making the bond payments from 

the county’s coal severance money from which the county would earmark $500,000 per year.  The 

current year bond interest payment was made from the construction bond funds.  The continued 

availability of coal severance money is subject to actions of the General Assembly, and cannot be relied 

upon by the county as a continual revenue source.  The per-year average of principal and interest 

payments to be made by the county over the 20-year bond is $636,000.   

 
Section 171 of the Kentucky Constitution does not permit a county to expend public funds for other 

than public purposes.  We received a copy of the architectural contract directly from the contractor on 

April 25, 2007 as the county was unable to locate a copy.  The architectural contract was dated June 1, 

2005 and has had no modifications or renewals since.   

 
A formal written lease and memorandum of agreement was adopted by the fiscal court on April 2, 2007, 

between the Knott County Youth Foundation and the Knott County Fiscal Court.  The two page 

agreement vaguely defines funding, profits, rent, use, utilities, repairs and maintenance, assignment and 

subletting, waiver of liability, inspection, employees, and a miscellaneous section. 

 

The agreement states that the Fiscal Court is to continue to seek funding, fund recurring and operating 

costs, is responsible for utilities, keep and maintain the premises, and all employees shall be employees 

of the Fiscal Court for the Sportsplex on behalf of the Knott County Youth Foundation.  It does not 

address the initial gift of bond funds or the funding of the debt service payments for the bonds issued to 

the Fiscal Court and subsequently given to the Knott County Youth Foundation Trust Fund for the 

construction of the Sportsplex. It also does not define the lines of legal liabilities for each entity.   

 

The agreement does not clearly define who owns the building now that construction has been 

completed, though it does define that Western Pocahontas Properties’ Limited Partnership and Family 

Tree Properties have and can exercise a reversionary interest in the rights to the property upon which 

the building is constructed.   
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B.     FINDINGS - FINANCIAL STATEMENT AUDIT (CONTINUED) 

 

2008-01 Over $8.2 Million In Public Funds Were Expensed For The Knott County Youth 

Foundation By Fiscal Court Without A Formal Agreement Between The County And 

The Youth Center With $2.7 Million Being Spent Without Land Ownership 

(Continued)   

 

The agreement is executed by the Vice President of the Knott County Youth Foundation and the 

Judge/Executive of Knott County Fiscal Court.  The President of the Knott County Youth Foundation is 

also the Judge/Executive of Knott County Fiscal Court and as such has a fiduciary responsibility to act 

on behalf of both entities best interests.  This is considered a conflict of interest.  

 

Of the invoices submitted for payment by the Fiscal Court on behalf of the Sportsplex, only copies of 

invoices are received for payment.  In the Fiscal Court minutes where the Sportsplex (Youth Center) 

invoices are submitted for approval to be paid, an official list is incorporated as part of the minutes of 

the meeting indicating what invoices have been approved for payment.  

 
We recommend the Attorney General and County Attorney review all transactions between the county 

and the Foundation relating to the Youth Center project to determine (1) whether the judge/executive’s 

acting as both a county public official and a private corporation’s president created any conflicts of 

interest, (2) whether actions of the judge/executive involving financial transactions of the county related 

to the Youth Center project comply with state laws, and (3) whether the fiscal court can lawfully fund 

recurring and operating costs of a facility owned by a private non-profit corporation, the Foundation, 

with no monitoring of the written agreement supporting such an arrangement.  Additionally, the special 

warranty deed should be reviewed to determine the county’s actual interest.   

 

We recommend the Attorney General and county attorney review all transactions relating to the lease 

and memorandum of agreement to determine if any legal or ethical violations have occurred.  We 

recommend the review also consider the clarification of interests, rights and financial obligations on 

behalf of both parties.  We further recommend that the County Judge/Executive remove himself from all 

transactions presented to the Fiscal Court for the Knott County Youth Foundation and also remove 

himself from all transactions presented to the Knott County Youth Foundation on behalf of the Fiscal 

Court.   

 

We also recommend that the fiscal court, with the Foundation related to the Youth Center project, 

clearly define the oversight and applicability of purchasing walls and other administrative practices, 

namely, the provision of insurance.  Further, the agreement should also provide for the ongoing 

maintenance, operations and staffing of the Youth Center project.  

 

We recommend that the Fiscal Court require audited financial statements of the Knott County Youth 

Foundation to be reviewed on an annual basis. 

 

County Judge/Executive Randy Thompson’s Response: The Knott Fiscal Court has requested an audit 

be performed on Knott County Youth Foundation financials.  The Fiscal Court and the Knott County 
Youth Foundation requested opinions, with respect to leases and conflicts of interest, from legal counsel 

of DLG and LRC, both advised they saw no problems with the arrangements, the county attorney 
agreed and followed their advice, if the AG wants to investigate, we would welcome that as well, as we 

do want all to be above board and correct.   

 



Page 44 
KNOTT COUNTY 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Fiscal Year Ended June 30, 2008 

(Continued)  

 

 

 

B.     FINDINGS - FINANCIAL STATEMENT AUDIT (CONTINUED) 

 

2008-02   $412,035 In Public Funds Were Used For The Knott County Adventure Tourism Park 

System (ATV Center) While On Private Property 

 

Prior to February 8, 2007, the Knott County Fiscal Court spent $412,035 on the Knott County ATV 

Center before a deed transferring ownership of the land on which the Center is located from private 

donors to the fiscal court was executed and recorded.  The county clerk recorded a deed on February 8, 

2007, to transfer ownership to fiscal court. We noted the deed recorded apparently did not have 

signatures from all of the grantor property owners.   

 

Since the ATV Center expenditures were paid with county funds two months prior to the time the 

county obtained legal title to the property on which the Center is located, it would appear Section 171 of 

the Kentucky Constitution may have been violated.  Section 171 does not permit a county to expend 

public funds for private purposes.  In addition, the county risked $412,035 by not obtaining land 

ownership prior to incurring expenditures related to the ATV Center.  Also, a risk still remains due to 

the lack of full execution of the deed indicated by not having all of the grantors’ signatures.   

 

We recommend the Attorney General and county attorney review all transactions relating to the ATV 

Center to determine if any laws or regulations were violated.  In addition, the county attorney should 

review the deed to ensure its legitimacy.   

 

County Judge/Executive Randy Thompson’s Response: Again, these transactions were followed after 
advice from county attorney and counsel for GOLD, the deed has been reviewed to the point a forensic 

expert examined to verify signatures.  If however, the AG thinks more review is needed, we certainly 

won’t object.   
 

2008-03   Knott County Fiscal Court Lacks Controls Over County Vehicles And Cell Phones 

Provided To County Employees 

 

Numerous county vehicles are maintained by the county and assigned to employees for business use.  

The county pays for insurance coverage, repairs/maintenance, and fuel for these county vehicles.   Also, 

the fiscal court maintains forty-five (45) cell phones and pays for the telephone, usage charges, long-

distance, replacement phones, and repairs for each telephone.   

 
Even though the county’s vehicle and cell phone use policy restricts the use of county cell phones and 

vehicles to fiscal court business only, mileage and phone logs do not contain information sufficient to 

distinguish personal use from business use.  In the mileage logs tested, vital information was not 

included, such as the actual mileage for each trip.  In addition, the vehicle use policy approved by the 

fiscal court only requires out-of-county trips be logged by officials/employees. Documentation of in-

county mileage is not required.  The cell phone use policy only requires that personal calls be logged by 

officials/employees.  The above weaknesses increase the risk that employees are using cell phones and 

vehicles for personal reasons because employees are not required to account for every call or mile that is 

used or traveled with public property.   Documenting personal use of cell phones and vehicles is 

important to allow it to be properly reported as compensation/employee benefit on W-2s in accordance 

with IRS regulations. 
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B.     FINDINGS - FINANCIAL STATEMENT AUDIT (CONTINUED) 

 

2008-03   Knott County Fiscal Court Lacks Controls Over County Vehicles And Cell Phones 

Provided To County Employees (Continued) 

 

We also question the necessity for county vehicles and cell phones for employees, other than those who 

are on call at all times.  The cost of these vehicles and telephones for usage, maintenance, and insurance 

significantly increases cost to taxpayers.   

 

We recommend the county improve controls over county vehicles and cell phones by implementing the 

following: 

 

 The fiscal court should contact the Kentucky Department of Revenue and the Internal Revenue 

Service relating to wage reporting and enforce current policy related to vehicles assigned.   

 Every employee and every department that has county cell phones and vehicles should maintain 

logs.  The logs should include, at a minimum, the date, destination, purpose, and mileage for ALL 

use of the vehicle and the usage for ALL cell phones and should be monitored by the Treasurer. 

 The county should evaluate the necessity of county cell phones and vehicles for each employee.  

Cell phones and vehicles should be assigned based on criteria established by the fiscal court and not 

for the convenience of the official/employee.  In addition, the county should explore alternatives for 

county-related travel, including the possibility of compensating employees based on a 

usage/mileage reimbursement rate when their personal cell phone or vehicle is used for business 

travel instead of providing a county cell phone or vehicle for business use. 

 

County Judge/Executive Randy Thompson’s Response: Duly noted, steps have been put into place to 

better police vehicle and cell phone usage by county employees, we do use the honor system and 

regularly remind employees they are not to use cell phones for private calls.  Only employees that are 

on call 24/7 are permitted to drive county vehicle home, they are charged for the mileage, deducted 

from their checks.   
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B.     FINDINGS - FINANCIAL STATEMENT AUDIT (CONTINUED) 

 

2008-04   Knott County Fiscal Court Failed To Take Corrective Action Of The Prior Year Ended 

June 30, 2005 Comment Relating To Restricted Funds 

 

 The County’s General Fund Owes The LGEA Fund $200,000 
 

During the prior year audit the General Fund did not repay the amounts stated to the LGEA Fund.  We 

recommend the County consult with the Department for Local Government to determine if funds spent 

by the General Fund would comply with LGEA expenditure restrictions.  

 

County Judge/Executive Randy Thompson’s Response: These items took place long before Judge 

Thompson was in office, he has attempted to correct any and all that are/were possible. 

 

2008-05   All Contingent Liabilities Should Be Disclosed To The Fiscal Court   

 

According to the county attorney’s representation letter received by us, there are several contingent 

liabilities, however in reviewing the minutes of the Fiscal Court, they are not discussed nor is a closed 

session indicated in which these contingent liabilities are brought to the attention of the Fiscal Court. 

 

We recommend the county attorney or Attorney General review these transactions for appropriateness 

and ensure the transactions are disclosed to the Fiscal Court.  Also, the Department for Local 

Government (DLG) should be notified in writing of all resolutions to these contingent liabilities.  We 

further recommend that in the future, the fiscal court have a clear plan and understanding of its 

responsibility relative to potential litigations.   

 

County Judge/Executive Randy Thompson’s Response: None. 
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2008-06   The County Failed To Comply With State Laws And Regulations  

 

The county did not follow the guidelines set forth in the instructional guide and policy manual issued by 

the State Local Finance Officer and applicable Kentucky Revised Statutes.  Specifically, the following 

non-compliances were noted:   

 

 Fiscal court did not pay invoices within thirty (30) days as required.  Ten (10) instances were 

noted in which payment to vendors occurred more than 30 days after the county received the 

invoice(s).  In addition, the statutory 1% interest penalty was not paid to vendors for each 

month payments exceeded thirty (30) days.  Approximately 30% of the invoices in the test 

sample were not paid within the statutory time frame.   

 Three (3) out of thirty-five (35) were incorrectly recorded in the wrong account or fund-type.    

 The fiscal court had adopted a policy for small purchase procedures as required on     November 

16, 2005.  When practical, this policy requires several price quotations from reputable sources 

before purchases of less that $20,000 are made.  Based upon our review, no documentation was 

provided which indicated that the small purchase procedures were implemented.   

 Purchase orders are issued on a haphazard basis at best.  No controls are in place for monitoring 

when a purchase order is issued, when a purchase order should be issued, no matching of the 

purchase order to the invoice when received, no procedures in place for monitoring between a 

purchase order and the appropriation line item on the budget or between the purchase order and 

the amount paid. 

 Fiscal court did not review the administrative code.   

 Fiscal court does not have a written investment policy.  

 The fiscal court has an established Federal Grant Fund.  However, federal monies were 

accounted for in the following funds: the LGEA Fund, State Grant Fund, and Federal Grant 

Fund along with other non-federal monies.   

 
KRS 68.020(5) outlines provisions for settlement of the treasurer’s accounts within thirty (30) days after 

the close of each fiscal year. A written security agreement is a requirement of 12 U.S.C.§ 1823(e).  KRS 

68.005(2) states, “The fiscal court shall review the county administrative code annually and, during the 

month of June, may by a two-thirds majority of the entire fiscal court amend the county administrative 

code at that time.”  Requirements for a written investment policy are addressed in KRS 66.480(3).  

Compliance requirements regarding expenditures are noted in KRS 65.140(2), which requires all bills 

for goods and services to be paid in full within thirty (30) working days of receiving vendor invoices.  It 

continues to state that if payment of invoices exceeds thirty (30) days, a 1% interest penalty should be 

added.  Also, the county’s administrative code states the fiscal court adopted KRS Chapter 45A, Model 

Procurement Code, in its entirety.  KRS Chapter 45A.385 allows purchases without bidding for 

contracts less than the $20,000 threshold if the small purchase procedures are in writing and available to 

the public.   

 

We recommend the county review, utilize, and adhere to all applicable laws and regulations.  

Specifically, we recommend the county take the following action to comply with the Department for 

Local Government requirements and Kentucky Revised Statutes included within: 
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2008-06   The County Failed To Comply With State Laws And Regulations (Continued) 

 

 Ensure expenditures occur within thirty (30) days of receiving vendor invoices or compensate 

vendors according to statutory interest penalties for payments exceeding thirty (30) days. 

 Review administrative code annually in June. 

 Adopt a written investment policy. 

 Follow the small purchasing procedures in accordance with the administrative code and KRS 

Chapter 45A, Model Procurement Code. 

 Ensure that procedures are in place for the use of purchase orders, monitoring budget line items and 

reconciling to amounts paid. 

 Ensure all financial transactions are recorded in the ledgers. 

 Ensure that federal monies are accounted for in the appropriate funds.  

 

County Judge/Executive Randy Thompson’s Response: Sometimes this is simply impossible, as the 
invoices aren’t received in a timely manner.  However we will make every attempt to comply.  

 

2008-07  Knott County Fiscal Court Did Not Follow Competitive Bidding Requirements For 

County Projects  

 

Based on the county’s fourth quarter financial report, the fiscal court had $1,466,623 of operating 

expenditures net of related debt, fixed assets and payroll.  A sample of thirty-five (35) transactions was 

tested for compliance with contract bidding requirements.  Of this sample, six (6) out of thirty-five (35) 

transactions were not competitively bid.  Our test of compliance and internal controls noted $254,931 

out of $1,466,623 were not bid.   

 

According to the county’s Administrative Code, the county has adopted, in its entirety, KRS Chapter 

45A, the Kentucky “Model Procurement Code” (KMPC).  According to KMPC, the county, as a local 

public agency, may dispense with the requirement of competitive bidding and contract purchase through 

noncompetitive negotiation only when 1) a written determination is made that competition is not 

feasible and 2) it is determined, in writing, by a designee of the county that an emergency exists which 

will cause public harm as a result of the delay in competitive procedures.  We found neither any written 

determination that competition was not feasible, nor that an emergency was declared to exist.  Thus, the 

county did not comply with the KMPC in the payment of these expenditures. 

 
Competitive bidding ensures that the county procures materials and service contracts at the best price 

available.  By limiting competition, the county may not get the benefits of the best price available. 

 
We recommend the county review and adhere to applicable laws relating to procurement.  Also, fiscal 

court should review related party transactions to determine if they are in violation of the county ethics 

policy.  A list of related party transactions and the procurement tested, which were not competitively 

bid, have been forwarded to the Department for Local Government (DLG) and to the Attorney General. 

 

County Judge/Executive Randy Thompson’s Response: The Knott Fiscal Court does advertise for 
competitive bids on all projects over $20,000.00.  The court tries to bid for services such as fuel, gravel, 

asphalt etc. every year.   
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2008-08   Knott County Fiscal Court Should Improve Controls Over Payroll Procedures 

 

Several deficiencies were noted in the internal control structure as it relates to payroll, namely, in the 

documentation, preparation, and presentation of payroll items.  The following issues were noted during 

payroll testing and need to be addressed by the fiscal court: 

 

 Of the thirty-eight (38) timesheets tested, nine (9) timesheets tested did not contain proper 

supervisor signatures or proper employee signatures.   

 Timesheets did not contain a week ending date to substantiate a valid timesheet for the weeks tested.  

Also, timesheets do not track actual daily hours employees work. 

 In thirty (30) instances, employee files were missing W-4 or K-4 information, or both. 

 Health insurance plan information should be maintained in a separate file other than individual 

personnel files based on confidentiality issues concerning the new Health Insurance Portability and 

Accountability Act of 1996 (HIPAA) laws. 

 Treasurer holds full-time employment at a local bank as well as full-time employment for the 

county.  The timesheets did not contain enough information to determine if the treasurer maintained 

a regular schedule. 

 

The county’s administrative code in 330.4 defines a full-time employee as “an employee who works at 

least forty (40) hours per week on a regularly scheduled basis.”   

 

KRS 337.320 requires that employers “keep a record of the hours worked each day and week by each 

employee.”  Timesheets are also necessary to document eligibility for employee benefits such as 

retirement. 

 

Good internal controls dictate that all employees, except those statutorily exempt from this requirement, 

maintain and submit timesheets for payroll processing.  To further strengthen internal controls, the 

timesheets should be signed by the employee and by the employee’s immediate supervisor for 

verification and attestation of the accuracy of time reported. 

 

Lack of proper internal controls for payroll increases the risk that incorrect payroll information will be 

processed by the county and that these errors will not be identified and corrected. 

 

We recommend that the county implement the following internal control procedures to ensure the proper 

documentation, preparation, calculation and presentation of payroll related items: 

 

 The county should ensure that employees’ health insurance information is kept separate from the 

personnel files.  

 The county should ensure that all deductions are applied consistently among all employees 

according to documentation filed in each employee’s personnel file.   

 The county should require all employees to maintain and submit timesheets with daily detail, except 

those statutorily exempt.  Furthermore, the county should require employees and their immediate 

supervisors to sign all timesheets. 

 

County Judge/Executive Randy Thompson’s Response: Will attempt to comply, we are a small county 
with a small multi-tasking staff, sometimes things accidently get over-looked.   
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2008-09  Knott County Fiscal Court Expenditures Of Over $254,931 Failed To Have Proper 

Documentation Or Comply With Payment Procedures  

 

During the course of our engagement, we noted the county did not implement proper accounting and 

internal control procedures for financial management activities: 

 

 Auditors noted six (6) expenditures out of thirty-five (35) tested, or $254,931 out of $1.47 million, 

which did not meet testing requirements (i.e. purchase order, original invoices, maintaining of 

records, bids, et cetera).   

 Several invoices were noted as having descriptions on the invoices, which did not correspond to the 

classification of the account line item to which it was posted or the fund from which the payment 

was actually made.  

 Purchase orders were not issued in accordance with established guidelines.  Important information 

was often excluded from purchase orders such as product descriptions, quantities, prices, totals, and 

appropriation codes.  Also, purchase orders were processed without proper approval signatures.  

Purchase orders were also issued without comparison to availability of budgeted funds. 

 An accurate encumbrance list was not maintained.  A variance of $27,600 was noted between the 

county maintained Road Fund encumbrance list and the 4
th
 Quarter Financial Statement.  

 

Good internal controls dictate that adequate supporting documentation be maintained for all receipts and 

disbursements.  The Department for Local Government (DLG) requires that original documentation be 

maintained for all expenditures.  Copies of invoices and faxed invoices are unacceptable.  All original 

invoices should agree to corresponding purchase orders.  Additionally, all documentation for financing 

activity should be maintained and included on financial reports. 

  

Proper accounting procedures and internal control policies should be in place.  Bank reconciliations 

should be prepared for all accounts.  Pre-numbered and preprinted checks should be used for 

disbursements.  The use of counter checks should be limited.  All checks should be stored in a secure 

location.  All expenditures should be reviewed and approved by the fiscal court prior to payment.  Also, 

disbursements should be made as soon as practical after the fiscal court approves the expenditures.  

Purchasing procedures should be in accordance with the Department of Local Government (DLG) 

requirements, specifically, purchase orders must include the appropriation account number to which the 

claim will be posted and proper approval by management or the department head.  Vendor names, 

departments, product descriptions, quantities, and prices should be on each purchase order issued in 

order for the purchasing procedures to be effective.  Sound management and a good internal control 

structure are essential for the achievement of full oversight and accountability. 
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2008-09  Knott County Fiscal Court Expenditures Of Over $254,931 Failed To Have Proper 

Documentation Or Comply With Payment Procedures (Continued) 

     

Lack of proper accounting practices and internal controls increases the risk that misstatements of 

financial activity and/or fraud will occur and go undetected by the fiscal court.  Without proper 

procedures in place to mitigate this risk, the fiscal court is exposing public resources to potential 

misstatements and/or fraud. 

 

We recommend the county attorney or Attorney General review this matter to determine whether 

further action is warranted.  We also recommend the fiscal court take critical steps to implement proper 

accounting and internal control procedures and monitor financial management activities by doing the 

following:    

 

 Develop procedures for retaining adequate supporting documentation for all financial transactions.  

o Maintain original invoices for all expenditures.   

o Maintain proper documentation for all financing activities including, but not limited to, lease 

agreements and amortization schedules.  Also, all financing activity should be included on 

financial reports as required. 

 Develop procedures to ensure good accounting practices and internal control procedures. 

o Prohibit the use of counter checks and all checks should be kept in a secure location.   

o Maintain bank statements with imaged copies of both front and backsides of checks. 

o Approve and review all disbursements prior to payment.   In addition, the lapse of time between 

approval of expenditures and the actual disbursement should be limited. 

o Adhere to purchasing procedure requirements and guidelines set forth by the Department for 

Local Government’s (DLG) State Local Finance Officer Policy Manual.  

 

County Judge/Executive Randy Thompson’s Response: Will attempt to comply, we are a small county 

with a small multi-tasking staff, sometimes things accidently get over-looked. 
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2008-10  The County Should Maintain Complete And Accurate Capital Asset Schedules To 

Comply With GASB 34 Requirements 

  

The County did not have a completed capital asset schedule for fiscal year ending June 30, 2008.  A list 

of capital asset additions and disposals were not properly maintained.  A schedule of additions should be 

maintained as assets are purchased to simplify the process of updating the capital asset schedule. The 

schedule should include the date the asset is acquired, a description of the asset, the vendor name, and 

the amount. Invoices for asset acquisition and invoices for all other disbursements should be kept on file 

in a manner that allows retrieval of the original invoice for review and verification as needed by 

management and auditors.  Further, we believe that the capital asset listing should be monitored and 

maintained on a regular basis.  As new assets are acquired they should be added to the listing. As 

equipment is disposed of it should be removed from the listing.  We recommend that the County 

maintain complete and accurate capital assets schedules to comply with GASB 34 requirements. 

We further recommend that the fiscal court should take a physical inventory of its capital assets on a 

regular basis (such as every two to three years) or at the beginning of a new administration to ensure 

that only active, in-service machinery and equipment is included on the County’s financial statements. 

This will ensure that fixed assets are properly stated and that depreciation is being calculated from a 

reliable listing. 

 

County Judge/Executive Randy Thompson’s Response: Duly noted, will try to do better in this area.  

 

2008-11 The County Does Not Maintain Proper Documentation Totaling $18,000 For 

Independent Contractors  

 

During our testing of payroll, we noted one independent contractor retained by the county to provide 

services has a written agreement with the county for the scope of the services to be performed, however, 

the details of the service are vague and documentation required for the submission of invoices for 

payment is little or none.  The contractor, a corporation, was paid $18,000.  The contractor was 

approved by the fiscal court to be paid a monthly amount.  

  

In order for this contractor to be paid, an invoice detailing the services provided on a monthly basis 

should be maintained and monitored to ensure the safeguarding of assets.  Supporting documentation 

should be maintained with the invoices for time and expenses incurred for the services provided.  We 

recommend the fiscal court require the submission of supporting documentation as indicated within the 

county’s administrative code for services performed in order to minimize any loss of assets.  

 
County Judge/Executive Randy Thompson’s Response:  Steps have been taken to provide better 

documentation for scope of work provided and expected.   
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2008-12   Fiscal Court Paid $708 In Late Fees On Credit Card Payments  

 

During the course of our testing, we noted that many invoices were paid past the due date, especially for 

the Knott County Fiscal Court and Human Services Center.  Payments for credit cards used by the 

employees included $708 in late fees.  We further noted in several instances the supporting 

documentation (i.e. cash register receipts) were not maintained or reconciled to the statements and an 

outstanding balance remained unpaid on the accounts.  We also noted that the credit limits of two (2) of 

the vendors used for credit cards seemed excessive when compared to the average amount purchased 

each month.  The average purchase amounts on the cards on a monthly basis are approximately $500; 

however the credit line on one card is $9,500 and $22,500 on the other.  The latter one also has a cash 

line limit of $4,500.  Based upon the documentation we could not determine the number of cards that 

were available on either of these accounts or the employees assigned to these cards.   

 

Strong internal controls dictate that there be procedures in place that reconcile monthly credit card 

receipts submitted by employees to the credit card statements.  A strong mitigating control is to remove 

cash availability on any credit card and maintain the credit limits commiserate with the needs of the 

county. 

 

We recommend that the fiscal court implement procedures to eliminate the excessive credit lines ensure 

proper authorization and use of the credit cards and to reconcile the credit card receipts to the credit card 

statements on a monthly basis. 

 

County Judge/Executive Randy Thompson’s Response: Will try to pay timely, sometimes bills arrive day 

after court meeting.   
 

2008-13  The Fiscal Court Should Require Depository Institutions To Pledge Or Provide 

Sufficient Collateral To Protect Deposits 

 

On July 31, 2007 and April 30, 2008, $364,655 and $654,095, respectively, of the Fiscal Court’s 

deposits of public funds in depository institutions were uninsured and unsecured.  According to KRS 

66.480(1)(d) and KRS 41.240(4), the depository institution should pledge or provide sufficient collateral 

which, together with Federal Deposit Insurance Corporation insurance, equals or exceeds the amount of 

public funds on deposit at all times.  The Fiscal Court and Depository Institution had a written 

agreement stating the Depository Institution would provide adequate collateral to protect the Fiscal 

Court’s deposits.  Even though this written agreement existed, the Depository Institution did not provide 

enough collateral.  We recommend the Fiscal Court require the Depository Institution to pledge or 

provide collateral in an amount sufficient to secure deposits of public funds at all times and that the 

Treasurer request collateral statements periodically to monitor the Depository Institution’s compliance 

with this agreement.  

 

County Judge/Executive Randy Thompson’s Response:  None.   
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C.      FINDINGS - FEDERAL AWARDS 

 

None.   

 

D.  SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS: 

 

FEDERAL AWARD FINDINGS:    

 

2005-14  Knott County Fiscal Court Did Not Earmark $49,223 Of Federal Receipts Or Provide 

$11,180 In Matching Funds For Federal Expenditures 

 
The County has not corrected.   

 

2005-20  County Records Show That During The Fiscal Year, $25,945 Was Paid From The 2001 

Flood Account For Ineligible Work 

 

The County has not pursued recovery of these funds erroneously paid to the vendor.  

     
 



 

 

 


